
March l l, 2010

TO: File

THRU: Wayne Westem, Reclamation Engineer

THRU: Tom Munson, Reclamation Hydrologist

FROM: Paul Baker, Minerals Program Manager

SUBJECT: Surety Escalation for Lisbon Valley Mine. Lisbon Vallev Copper Mining. Lisbon
Valley Copper Mine, \zll037l0088. San Juan Countv. Utah

The surety for the Lisbon Valley copper mine was due to be escalated in August 2009. The
most recent calculation of the surety was in 2007, and the base amount was $5,705,869.00 in2007
dollars. This figure was escalated forward to 2009 at the rate of 3.2 percent per year giving a total of
$6,076,887.43. The Division currently holds a corporate surety in the amount of $6,076,888.00.

The figure that was used to escalate the surety forward, 3.2 percent, was based on an average
for the previous three years. The actual figures for 2007,2008, and 2009 are 2.7 percent, -3.4
percent, and2.9 percent, respectively. Thethree-year average valuetobeusedforprojectingthe
costs into the future is 0.5 percent. Thus, the five-year escalation can be calculated as follows:

$5,705,869.00 * 1.021 * 0.966 * 1.029: $5,790,819.66 (2010 dollars)

Projecting this forward for five years:

$5,790,819.66 * 1.005s : $5,937,045.11 (2015 dollars)

At these rates, the current bond should be adequate for the next hve years. However,
because ofrecent fluctuations in the economy, including the decline in prices in 2008, the three-year
average escalation figure of 0.5 percent may be too low. I suggest that the bond amount be re-
examined in about 2012.
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